East-West Trade Fight 


By ANTHONY C. SUTTON 


Fifty years of trade with Soviet Russia 
Suggest that “peaceful trade” with Com- 
munist countries is a politician's pipe- 
dream 


In 1918 the Bolsheviks occupied only 
part of Russia. They needed Western 
supplies to consolidate and extend their 
control. Edwin F. Gay, chairman of the 
U.S. War Trade Board, argued for trade. 
Economic isolation would not bring 
stable government in Russia, said Gay, 
and “if the people of the Bolshevik sec- 
tions of Russia were given the oppor- 
tunity to enjoy improved economic con- 
ditions they would themselves bring 
about the establishment of a moderate 
and stable order.” 


Trade began and in the 1920s over 
350 Western businessmen invested in 
Russian concessions, When the time 
came for expropriation only the 
favored few—such as W. Averell 
Harriman—received compensation. 


American firms built the major fac- 
tories of the Five-Year Plan. Henry 
Ford built the Gorki auto plant which 
today supplies trucks for the Ho Chi 
Minh trail. The Stalingrad and Kharkov 
tractor plants produced the International 
Harvester 15/30 model (as well as tanks). 
The Chelyabinsk tractor plant produced 
the Caterpillar 60 tractor—and tanks of 
U.S. Christie design. Glenn Martin, 
Seversky, Vultee, Douglas and Curtiss- 
Wright provided the Soviets with tech- 
nology for an aircraft industry 


RCA transferred to the Soviets “the 
entire field of manufacturing and experi- 
mental activities of RCA and its sub- 
sidiaries.“’ General Electric in the U_S. 
and Metropolitan Vickers in the United 
Kingdom gave similar assistance 


The gift of lend lease and European 
reparations in the "40s was followed by 
the trade boom of the 1950s and ‘60s. 
Soviet jets are based on Rolls-Royce, 
Junkers and BMW technology. 


The massive Soviet merchant marine 
was 70 per cent built outside the USSR 
and all its large marine diesel engines 
originate outside the USSR (from Bur- 
meister & Wain in Denmark, Fiat in 
Italy, MAN in Germany.) Poltava class 
ships—with Danish engines—carried 
missiles to Cuba in 1962. None of the 96 
Soviet ships currently used on the Hai- 
phong supply run has an identified Soviet 
design main engine. Most came from 
NATO allies— Denmark and Germany 


In 1959 the Bryant Chucking Grinder 
Co. sold 46 Centalign-B machines to the 
USSR for manufacture of miniature 
ball bearings—almost all used in mis- 
siles. All Soviet bearings capacity was 
imported in the "30s and ‘40s: they had 
no ability to mass manufacture mini- 
ature bearings 


Late in 1971 the Nixon Administration 
issued $! billion in export licenses for 
the Kama truck plant—the largest plant 
in the world—to produce 150,000 multi- 
axle trucks per year. There is no indi- 
genous Soviet truck technology. A U.S. 
government interagency committee has 
concluded that multi-axle trucks are 
essential for war; and the Commerce 
Department publicly acknowledged 
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In direct contradiction to these find- 
ings, successive Administrations have 
denied the impact of our technology 
< the Soviet military-industrial com- 
plex. 


For example, in 1931 Sen. Smoot 
queried the State Department about 
export of aluminum powder technology 
(used in explosives). An internal State 
memorandum now tells us why no reply 
was ever made to the senator: 


“No reply was made to Senator Smoot 
by the Department, as the Secretary 
did not desire to indicate that the De- 
partment had no objection to the render- 
ing by Mr. Hahn of technical assistance 
to the Soviet authorities in the produc- 
tion of aluminum powder, in view of the 
possibility of its use as a war material, 
and preferred to take no position at the 
time in regard to the matter.” 


In 1961 another secretary of state, 
Dean Rusk, made the following state- 
ment to Congress: 


“.. it would seem clear that the So- 


viet Union derives only the most mar- 
ginal help in its economic development 
from the amount of U.S. goods it re- 
ceives.”” Then a State Department pub- 
lication—presumably after investigation 
by its research bureau—hopefully 
claimed the USSR had a “‘self-developed 
technology.” 

The Nixon Administration opines 
vaguely about “peaceful trade” in wheat 
and cotton, but avoids the topic of tech- 
nological transfers to the Soviets and 
Red China. 

Trucks will move ammunition or food. 
Computers will control a population, 
calculate missile orbits as well as more 
peaceful equations. A ship will haul mis- 
siles or wheat. A printing press will 
produce truthful or propaganda mate- 
rial 


For 100,000 Americans and count- 
less Allied soldiers, in Korea and Viet 
Nam, “peaceful trade” has been the 
trade of death. 


Our policies are immoral and are 
therefore impractical. In the coming 
decade, as these facts penetrate, an out- 
raged public opinion will demand an- 
swers. 

The politicians’ pipedream may well 
prove to be a political nightmare. 
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VAT Is Not 


so far unacknowledged, effect in aggrav- 
ating unemployment, which is already 
at a high recession rate. The grievous 
impact on unemployment will be two- 
fold. In the first place, any firm that 
buys, say, machinery, can deduct the 
embodied VAT from its own tax liabil- 
ity; but if it hires workers, it can make 
no such deduction, The result will be 
to spur over-mechanization and the 
firing of laborers 


Secondly, part of the long-run effect 
of VAT will be to lower the demand for 
labor and wage incomes; but since unions 
and the minimum wage laws are able 
to keep wage rates up indefinitely, the 
impact will be a rise in unemployment 
Thus, from two separate and compound- 
ing directions, VAT will aggravate an 
already serious unemployment problem 

Hence, the American public will pay 
a high price indeed for the clandestine 
nature of the VAT. We will be mulcted 
of a large and increasing amount of 
funds, extracted in a hidden but no less 
burdensome manner, just at a time when 
the government seemed to have reached 
the limit of the tax burden that the peo- 
ple will allow. It will be funds that will 
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aggravate the burdens on the already 
long-suffering average middle-class 
American, And to top it off, the VAT 
will cripple profits, injure competition, 
small business and new creative firms, 
raise prices, and greatly aggravate un- 
employment. It will pit consumers 
against business, and intensify conflicts 
within society 


One of Parkinson's justly famous 
“laws” is that, for government, “ex- 
penditure rises to meet income.” If 
we allow the government to find and 
exploit new sources of tax funds, it 
will simply use those funds to spend 
more and more, and aggravate the al- 
ready fearsome burden of Big Gov- 
ernment on the American economy 
and the American citizen. 


The only way to reduce Big Govern- 
ment is to cut its tax revenue, and to 
force it to stay within its more limited 
means. We must see to it that govern- 
ment has /ess tax funds to play with, 
not more. The first step on this road 
to lesser government and greater free- 
dom is to see the VAT for the swindle 
that it is, and to send it down to defeat 
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The Stark Facts of 
The Taiwan Betrayal 


The President has returned from his 
“journey for peace” and official U.S. 
explanations of the joint Sino-American 
communiqué are now all in. But the 
initial verdict stands: An American 
President, on the soil of a foreign foe, 
betrayed a loyal and valuable ally. There 
is simply no other interpretation to place 
on this country’s repeated affronts to 
Taiwan and the appalling document 
issued in Shanghai 

Unless there is a dramatic turnabout 
in this Administration's deliberate 
course of kowtowing to Peking, the 
Shanghai statement can be looked upon 
as a death warrant for some 15 million 
Free Chinese. The joint communiqué 
clearly conjures up previous diplomatic 
disasters such as Yalta, Teheran, Pots- 
dam and the successful effort to topple 
President Ngo Dinh Diem in South 
Vict Nam 

Administration apologists, including 
such conservatives as Senators Barry 
Goldwater and William Brock and Gov 
Ronaid Reagan, have bravely tried to 
rationalize the historic “week that we 
changed the world.” But there is no 
way to misunderstand what has oc- 
curred: The U.S., in Hubert Humphrey's 
phrase, has pulled the rug out from 
under the Republic of China 


In an area where “face” is all-impor- 
tant, it has humiliated—while in the 
enemy's camp, mind you—an old friend, 
a friend that happens to be situated on an 
island that is of enormous military sig- 
nificance to the West and which is a key 
to the Nixon Doctrine, This diplomatic 
venture was not only a disaster but a 
shameful episode in American history 
And it is quite probable that the Presi- 
dem’s journey will lead not only to the 
liquidation of Taiwan, but, in the word of 
the Japanese ambassador prior to the 
trip, to the “unravelling” of America’s 
alliances in Asia 
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President Nexon and Vice President Agnew salute the fiay during ceremonies after the 
President's arrival at Andrews Air Force Base near the Nation's Capital 


To judge the trip and the communi- 
qué in any other way than as a stag- 
gering betrayal is to indulge in a 
gross self-deception. Republicans 
who are hailing the voyage as a tri- 
umph for the United States are put- 
ting blind partisanship above the 
truth. Indeed, one begins to marvel 
at the enormous outrages Republi- 
cans will stomach so long as they are 
committed by Richard Nixon. 


The Shanghai statement must be 
viewed in some sort of perspective to see 
its disastrous implications, In 1968, one 
must recall, President Nixon solemnly 
opposed Red China's admission to the 
United Nations. “...1 do not believe,” 
he announced in September in Mil- 
waukee, Wis., “we should recognize 
Communist China now or admit it to the 
United Nations because that would be 
in effect putting the seal of approval 
on Communist China's present very ag- 
gressive course against India and against 
our forces, of course, in Viet Nam, and 
against all of its neighbors.” 

Yet almost as soon as he took office, 
he shifted gears. He began to lower the 
trade barriers to the mainland, he led 
the triumphant charge of Mao's China 
into the United Nations and he cham- 
pioned Red China's presence on—and 
Taiwan's expulsion fromthe U.N 
Security Council, Meanwhile, he waged 
a half-hearted campaign to keep Tai- 
wan in the U.N.’s General Assembly, 
and when Taiwan was expelled, he prof- 
ferred no strong statement of sympathy 

When he announced his trip to Peking 
on July 15 last year, President Nixon 
again made a solemn promise: “Our 
action in seeking a new relationship with 
the People’s Republic of China will not 
be at the expense of our friends.” 


Yet the President had betrayed this 


pledge before he made it. In his un- 
swerving desire to please Peking, he had 


already cost Taiwan a seat in the United 
Nations. And the new line, aside from 
unnerving virtually all of our Asian al- 
lies, was also shattering our relation- 
ship with Japan 


The voyage to the mainland and the 
subsequent communiqué only dealt 
out fresh humiliations to our Asian 
friends, particularly Taiwan. Consider, 
for instance, what new indignities we 
visited upon the Republic of China in the 
week that was 


In journeying to Peking, Taiwan's 
deadly enemy, the President played the 
servile, almost fawning, guest. While 
pleasing his hog{s with an outsized defer- 
ential attitude, he warmly embraced 
everything the Communists had to offer 

whether goldfish in white sauce, 140 
proof mao-tai or quotations from Chair- 
man Mao. “The Red Detachment of 
Women” ballet, which depicted a bloody 
uprising by the Communists against the 
landlords and the Kuomintang (Chiang 
Kai-shek’s party),was described by the 
President as “great.” 


The President even smiled as guerrilla 
warriors practiced on targets decorated 
with Chiang’s face. He was particularly 
impressed, the President stated, when 
the Communists slaughtered the land- 
lord and his supporters. The smell of 
gunpowder even floated into the audi- 
ence, he recalled, adding that “you had 
a feel of realism that was quite vivid.” 
And, of course, there were the never- 
ending toasts to Mao and Chou, two 
of the greatest mass murderers to ever 
stalk the earth 


Such goings on could hardly have in- 
spired much American enthusiasim 
among our Asian allies, virtually all 
of whom are faced with military sub- 
version from Peking, and it must have 
shaken Chiang to his very boots. But 
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